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bilities." We assume our remarks are to apply to cotton! warehouse>. 

she outset we raise the question: "Whom does the. warehouseman 

“The Binet: aaner and too frequently the only answer that is 

is "the depositor." 

Of course the real answer depends largely upon who is asking the se a 
ton, If. the question comes from a banker, the answer is framed with 

pkey! w to pleasing the banker. If it comes from a depositor in a ware- _— as 


he answer is worded to flatter the depositor, and so it goes. _ The 


istence to them; therefore he exists for them and should grant them 
equésts they may make. On the other hand, the management of a ware- 
00 frequently thinks that his board of directors. and his stock-~ _ XE 


the only ones who are to be served. Both of these are narrow 





Petey 

It is sometimes said Phat oe enbe sean is i the nature of a panvaal 
utility, and that ee the public is to be served by phe warehouseman,. 
In a measure that is true, for a warehouseman, within contemplation of the 
common law! fhe chatoees eenerelly on the mbicon! baa Federal Ware- 
house Act, is a person.engagei in. the pipluere of sucring for \othere. 

We can make a more definite eporeach to the MRS on. "Whom does the 
warehousemai serv vel" if eta a fab wnat mogtl ont namely, "What is the pur- 
pose of service on the part-of a warehouseman?" By and large a warehouseman 
comes into existence for one of two reasons, and frequently both are com- 
bined. First, ‘to provide storage protection to the products that are of- 
fered to him for storage by the public; and second, to.convert the products 
into a form of collateral that may be used with bankers fior purposes of seek- 
ing credit. | 

The storing of goods merely for protection.against the elements would 
peed tasibeds given rise to our vast system of public warehousing. After all, 
nie would be more convenient for the owner of goods to store them in his own 
re if he is merely seeking such protection, and in doing so he, could 
CAN accomplish such storage at less cost than by resorting to public. 
warchoneing. 

: The development of warehousing to existing proportions is due largely 
to the dauiee to place products in a readily marketable position and to con— 
vert them into collateral. . It may well be that in many instances when pro- 
ducts are placed in the warehouse it is not the intention of the depositor 
Ho use those eraduere for dol latear: purposes, Nevertheless the producer of 
Magee he Gea products, whether on a large or a small scale, and the mer- 


chandiser of those products, recognizes that he may. have need for collateral 



















where they can be used for collateral on short notice, It also ess 


Ppt Se commodities: for collateral the responsibility of the warehouseman is 
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if not solely; a his. Snort on, But frequently at the time ‘the pads 
placed in storage neither the depositor nor the EE Sate ee knows whe ther 
‘products will be used for lcrebnas purposes, Therefore, with the pos- 


sibility ever present that the products will be used for collateral pur- 
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a the warehouseman must assume the broadest of responsibilities. These 


irance and surety companies, and to bankers, that must be considered 


very time that the warehouseman first receives goods for storage. 

[tt is unnecessary to relate the responsibilities oe warehouseman to 
Eigarieke, (THe intvidadtes of the cotton business and the huge amounts 
“involved place definite responsibilities upon the warehouseman to | 
companion, The many bonded relations ee develop in the course 


ae 


create equal, responsibilities on the hie of the warehouseman 


mpentdes ere of character of panne te ats ‘the kind of 





Pca 

facilities and’ equipmelit and ei ntenéacacor euch fac Sle and ean ene 
various insurance rdtes:are extended vy unéareice eatin’ pureener to gacteee 
. warehousemen and to their -patrons.'»'When: thesératés-aré extended the ware- 
houseman has a definite responsibility te maintain“his facilities ana 
- equipment. in atleast asigood condition’ a’ they were when the ‘Bate-making 
‘bureaus considered them for -rate-makthe purposes: From the standpoint of 
financial responsibility. and. moral: hazard the industry as a‘ whole has a 

~ responsibility to both the insurance ‘and the siirety companies: Rates for 2 
». bonds.are made on:the basis: 0f risks:involved. If risks become more hazard- 
ous naturallyrates‘will’inerease.. “Therefore, in both the insutance and 
surety fields.the warehouseman had ‘a:respohsibility- $6 thes wmeacenee ene 
‘surety companies. Likewise “in this “same field he coved ‘neaponeu nia ee 
to hig depositors or the holders of his recéipts for in the end they must 
“pay. the. premiums. Le 

As for the depositor, itis frequently said that thé relationship 


between the depositor and..the warehouseman is that‘ of bailor and bailée. 


. That is a-legal phrase. :that-doesn't mean much to most people. Under the 


‘common law the depositing of goéds with anyone for storage purposes creates 

definite obligations on the part of the person: with whom the goods are de- 

posited. At most,however, the common law merely ‘imposed the obligation . 

upon the warehouseman to! exercise that degree of care ovér the goods that 

.. a reasonably prudent:owner would exercise. That’ definition contemplated — 
largely the’ storing of goods with another for’ protection purposes, or for 
cpurposes of conveniencé.: It hardly contemplated any of ‘thé ‘relations’ and 
sgeeponsibilities! that~grow“eutsof that #eiadionship whack must develen when 


a commodity is ‘used for¢dlbteral purposes, orwhén the’ warehouse receipt, 
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if 


the common law much remained: to be desired, 


many special statutes on warehousing have been enacted. — 


In 1916 Congress passed the Federal Warehouse Act. Scarcely a 
slative year passes but that additional warehousing legislation is 
in the different states. Sometimes this legislation is initiated 


producers, sometimes by merchandisers of products, and at other times by 













the securing of proper legislation with due regard for the interests 
of the public and evanenesnad is a function to which your association and 
cotton warehousemen in general might well give serious consideration. Here 
Bee eral which anvites ithe closest’ study and which is a challenge to the 
st talent of ah encte wh pend pena of all cotton warehousemen throughout 

> cotton-producing area. In Bid alone ais subject, bear in mind the 
lic is more and more casting its eyes in your direction. 

So far as providing adequate physical protection of the products is 
ned we are of one mind, theoretically Buisagty that the warehouse- 
man owes that duty to fas depositor. But practically we find, too often, 
padeve attempts on ce part of warehousemen to avoid, even that responsi- 
Wo Mes 6! collection of warehouse receipts -sometime from various sec- 


take a day off and scan them with the eye of a depositor who actually 


protection and draw your own conclusion as to the protection some of 


mb 

for the demand that seems ever to.exist for:more. legislation. You will be 
.amazed to find warehouse receipts;which boldly, attempt. to relieve the ware- 
housemen. of liability for damage. even when caused by their .own hesieseneee 

As cotton warebusemen you will be surprised .at the lack of real in- 
formation on many receipts. ' You may be disgusted.-with the many words in 
some receipts, all of which afford the depositor no protection but only 
tend to confuse. , In the great.majority of cases you will find it impossible 
to determine what charges might be claimed as liens against, the products, | 

In. short, you. will. probably conclude: before, you have half finished your 

self~assigned task that, although all swarehousemen theoretically agree that 
a -warehouseman is. legally liable to afford adequate protection to meeniaeet 
- entrusted to his care,:in everyday: practice, if. you, can rely on. the ware- 
_ house receipts that are issued, there is frequently an attempt to avoid- 
this elementary responsibility,’ or to make the holaer ofthe recee nana e 
the warehouseman-is not responsible. 

With these Bbeeryhtlone i submit. that: it is the warehouseman's moral 
and legal duty to: extend to his patrons adequate physical protection to, his 
product, and it is also his moral, and should be his legal obligation, to 
. issue to his patrons a-warehouse-receipt which, without multiplicity of 
words and free technical: or legal evasion, binds the warehouseman to give 
such protection, 

> We suggested a second primary- reason for storing products is to con- 
vert them into:collateral. That creates another responsibility for acinar 
.houseman, .The warehouse receipt is symbolical of-‘the product.itself. It 
travels as. the product. If you are asked to make a loan: ona chattel or a 


piece of real estate; you want to see the property.or you want: some. one» who 
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L retain possession « of it if" and when you make a loan. You will want to 


ainst it, These are all factors that sound loaning long since has dic- 
ee yey is io 
tated should be definitely settled before you part with your money. 









z. He what about the ‘bale of cotton or other commodity that is stored? 
ieee. 
aes Should » we emect | "che PEREDE or anyone who is willing to make 4 loan to be 


find Boal be a ei) = 3 Plan i iy ites : . 
other chattel or piece of real estate. You may answer that loans on ware- 
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housed commodities, and particularly on cotton, are made on a different 


BAe a Page ah a ats Ny pe se 
basis. But that is begging the real question. 
I re eas serious question with you: Are you quite fair to 


el 


Spas oe to best Bayentege? You tell me bargaining with the banker for 


f ‘ } 


Again I agree with you. But he offers to the banker as security 
for. any ‘loan he may get your warehouse receipt. He can't roll his bale of 
mh the ene and the banker won "+ go to the bale of cotton. Your 


we ehouse receipt stands for the bale of cotton. Your patron's chance of 


es receipt that will convey to a’banker such accurate 
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information as. is essential to ihking’ a‘sound commodity loan. And he will 
take every. reasonable “step: to” préveey that. warehouse\ receipt so lone as it 
is outstanding., ;. A Re ; 

What is essential information to. a warehouse receipt? Put: yourself 
in the place. of.the banker to whom your'patron goes for a’ loan. Your 
patron presents your warehouse receipt, or a handful of them, as security. 


‘Fancy yourself, to be a banker-who’doés not know you, never heard of you, 


does not even know whether you have a warehouse, or whether it affords 


adequate ‘protection, or whether you really have any cotton in ‘the warehouse. 


How mich would you loan on those warehouse receipts? Examine your ware- 
house receipts closely. If you were-a banker, could you really make a 
loan with even a moderately: comfortable degree of certainty that you were 
not taking a long chance? - 

What would you as a banker, conscious of your responsibilities as 
custodian of the public's savings, want to find in a warehouse receipt? 
First of all you would want to know what the receipt. represents. A bale 
of cotton, of course. But any one bale*of cotton’ isn't the equivalent of 
every other bale of cotton, © You ‘would ‘want to know what ‘the bale weighs, 
whether the cotton is in good condition, whether insured’ and by whoni, with 

what company, under what form of policy, sa for whose benefit? 

VIf. you were, a fairly prudent banker you would want to know something 
of the quality of the cotton -~ its grade and staple. As a warehouseman, 
don't content yourself with the thought that the banker doesn't want to 
know grade and staple. Some cotton merchants may tell you he does not, 
but my experience is that more rind Sinoké Bankeske: Wane eiien eee 


The borrower may tell the -barker what the grade and staple may be, but the 
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a determination of such information and a state- 





terested and responsible party -- one whd is pre~ 
ially to back up his findings. And who should be better quali- 
e such findings than a disinterested warehouseman? _ 
‘Besides, if a warehouseman wants a banker to view his saeeiious as 
collateral, he should een a UMeeR no rer ree Cements sre 


sent. Of course bankers want such information. Both the country 


of a bank which has probably loaned more money on cotton than any other bank 


in the country stated tome that the most progressive step that could be 


thout precedent in cotton, Under the Federal Warehouse Act each year 


is of thousands of receipts are issued which carry grade and staple, 





s tendency is to increase this number year by year. 
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and staple. Few, if any, warehousemen refused to make those statements. 
The principal complaints by warehousemen were that they didn't. get enough 
cotton and that they thought they should have a higher storage meen But 
several million receipts were issued carrying some statement of grade a 
staple. The determindtions may not have been too accurate, but the re- 
‘ceipts issued under CCC requirements were a, step in the right direction. 

It is suggested to you, as warehousemen, that a statement of grade and 
staple on receipts by warehousemen generally would go a long way toward 
“making your receipts more serviceable to depositors and more acceptable to 
bankers. Here is a’specific challenge to the cotton warehouse industry 
and a responsibility you owe to your patrons and to bankers. een am 
much mistaken, stating grade and staple length on a receipt would probably 
prove a business-getter. It has proved such to. some warehousemen. 

Let us continue bn the role of the loaning banker. You probably 
would want to find something on the warehouse receipt chet would enable 
you to claim against all the world the specific bale of cotton upon which 
you make a loan. You would want such definite identification as would 
enable you to claim that bale against your depositor, a trustee fe bank- 
ruptcy or what-not, in event your loan was not paid. Here again you must 
remember not any one bale of cotton will answer. 

As a sound banker you want to know much of the warehouseman issuing 
the receipt. Who is he? What is his history? Is he financially responsible? 
How big an operator is he? Whom does he serve generally? Do his patrons 
continue with him year after year? Does he meet his obligations? What 
kind of a warehouse has he? Does he own his warehouse and facilities or is 


he a lessee at a nominal rental and for but a short term? In other words, 
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gon tents and ‘slip away es ui tbe, s night? “Does” 
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‘maid disinterested. supervision? | af 0, of wat does. thet 


ees ele 
‘Is ae trained, responsible “supervision resting in 
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is it untreined or - interested or trade ia eaat or supervision 
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cin » dosng a good supervi sory ee tan I oe boaieel ia etna toe from 
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ina any voy associated or cathe eee with the borrower, In other 
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words toes a "Qisinterested custoddannin of the cotton exist? As a Dente 


° ctyeen 2 borrover or + depositor sana ‘warehouseman do-not necessarily always 


You 


ett tne» remember that the _hypothecatine of a warehouse receipt as 


ase 


ve 


par : lg wt orevon which the law contemplates if the warehouseman is; 


ies 


a ie: the mere creation ‘of ‘Separate legal entities. He wants 


at the varehousenan is in fact independent. of his. borrower, He 


Hess any control | over the product. -He cares not about 





ae wants to know what the every-day operation is in the 
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| As warehoussmen another of yc espon 
operations are alvays on such a plane. of disinterested custo 
challenge ‘the closest investigation. Of course you vant you 
/ ceipts to. be above. suspicion in all quarters. — i: 
bilities to a class a little closer home ~- responsibilit 
~~ Inrdoing so I do not assume the role of the social reformer. 
» again about the standing of your warehouse receipts as col a 
rites course you all mean to be fair with your employees --both , 
-. fice and those in the plants. But you know the verpiate 1g vie 
demands, and strikes and sit-downs and still more demands. 
been comparatively free of labor ‘théibles this fers Mey ye 
But the spirit of unrest travels, and I venture to sugge 
“ ° * gounsel with your SAS Acquaint them sess vente. 1 
wréstle wit these problems. Se frank with them, Share not onl 
+ trouble but a reasonable part of your profits with them, } 
they are a part of your official family and not part © “your « 
Check over théir contributions. to your business. hi faci 
cial statements and the distributions you hide. Bae 
ee eee “igo 
holders. Review the past payrolls of your employees and a 
_ the light of Rages records whether you hava given those 
, fair share, Discuss the past with them, © Nothing is ae 
labor trouble PAK nr areyeiat tana fairness with emp : 
ar | tt 


obligation to. your employees/not as a crusader for ; 
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» Of course.you recogni ze that unless your employees join hands 
otal and loyal and responsive to every call, you can't 

: ’ 

1g 11 your obligations, and unfulfilled ee especially when vital 


Patina os brah eamticus, ehSther br your own making or not, always have 
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sckholders, In some instances stockholders have had long, lean years. 


But sometimes I fear in some of these cases those lean years were due to the 


ars 





neoment itself rather than other: causes. Sometimes management has been 
or it undertook to do the ee ore or it suffered from too 


LC. pEcmata on and bond-issue fever, or Sa gaa ges ataeia aan Sometimes the 


reverd if the business were obtained. Sometimes in a wila desire to 


ner er. 


ae Pacha, while on the other hand stockholders must be 
the pursuit of a policy of all the traffic will bear. Such a policy 

1d to result in otner agencies entering the field. Already evidence 

a of a threatened invasion of your field by agencies which eee 

to. lose and all to gain, They will be bold in their representations, 
eir methods strike at the very vitals of sound public ware- 


ee eee: Here is another 
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_ Cotton warehousehen as such have another responsibility which too | 
frequently is little considered -- the responsibility of one warehouseman 
to another. By and large cotton warehousemen seem:to be an unorganized 
eroup, or if organized, they do not have a working wri ee gen There 
are local associations, a few State associations, a regional association — 
or two, and this Ports Association. But what do you dot. You have meétings. 
You discuss problems, You may agree to do certain things, You may condem 
rate-cutting. You agree that rate-cutting without relation to costs shall 


be ended, You may talk about. the need for a strong aggressive organization. 


You may attempt to agree on uniform tariffs. You resolve as an organization 


and as individuals to comoat this or that evil. You agree that you must 
take aggressive steps to place your industry on a high plane and sell it 

to the public, You agree. that,:as an industry, you should. approach certain 
developments which, .if they should materialize, would hurt you collectively 
and individually as warehousemen, your patrons, and the public in general. 
You resolve to cooperate with this group and that group, and with the 
_Government-in the promotion of various undertakings. -All these and “many — 
other activities you agree to undertake as.an nounceren ans then you 
depart, each on his way. ‘And ;sometimes, I venture, before you reached home 
some of you did the. very things you resolved a few hours before should 
henceforth not be done, 

Let me.recall an instance that emphasizes the point. A few years azo 
cotton warehousemen were. supposed to formulate a code. . You had your’ meet- 
ingse_ You came to Washington, You left without anything accomplished. 
More meetings followed. You.returned to Washington, and while some of you 


were there wrestling with code officials, others were going around other , 
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offices trying to see if they could not make some kind of a contract at 
any kind of a price. What cooperation! 


I have spoken of the responsibilities of the warehouseman to his pa- 





trons, to the bankers, to the cotton buyers, the railroads, the insurance 
and surety companies, to his employees and stockholders, to the Government, 
and finally of the warehousemen to each other. But by no means does the 
responsibility of the warehousemen to each other come last in relative im- 
portance. The interest of the public as a whole will be best served by a 
frank recognition on the part of all warehousemen that the place to begin 
ioe is right at home, 

Let us recall the charge of one of the Greek philosophers: "Know 
thyself." Know your own business. View it honestly with the eyes of those 
whom you would serve. In your attempts to improve your business and to 
assume your full responsibilities as warehousemen, do not overlook that 
there are agencies of the Federal Government that view operations over the 


country as a whole and that they are always ready to serve. 
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